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EMERGENCY LOANS FOR FARMERS 


FRIDAY, APRIL 23, 1954 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY 
Washington, D. 
The committee met, pursuant to notice, at 10:07 a. m in room 
324, Senate Office Building, Senator George 1) \iken chairman 
presiding 


Present: Senators Aiken (chairman), Schoeppel, and Welker 
The CHarrmMan. The committee will come to order. The hearing 
this morning is on S. 3245, a bill regarding emergency loans to farmers 


and stockmen 

1 have here also a letter dated \pril 2. 1954, from Mr. True D 
Morse, Acting Secretary of Agriculture, addressed to the President 
of the Senate, which will be made a part of the record at this point 
together with the bill S. 3245. 

The bill, S. 3245, and letter are as follows 
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The CHAIRMAN. Senator Welker has a statement for the committee 


STATEMENT OF HON. HERMAN WELKER, A UNITED STATES 
SENATOR FROM THE STATE OF IDAHO 


Senator Weiker. Mr. Chairman, as you know I discussed this 
matter with you many times along with other members of the com- 
mittee, and everyone realizes that the purpose of this bill is to authorize 
the secretary of Acriculture LO make emergency loans to farmers and 
stockmen aggregating not over $15 million, out of the disaster relief 
revolving fund, which under the law he is precluded from doing as of 
this time. 

Of course these loans are to be made in areas where the Secretary 
finds need for agriculture credit 

Mr. Chairman, our State is in a dire dilemma for additional credit 
at this time. As I stated in the interrogation of the Secretary yes- 
terday, we have vast areas of new land and many young veteran 
farmers coming in who find it impossible to get credit from local bank- 
ing institutions. 
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It is estimated, Mr. Chairman, that the State of Idaho as of th 
moment—and it is a late moment and this bill s t 
and passed as soon as possible because of the lateness it is estimated 
bv the Agricult ire Department that there is an urgent 1 Ga 
approximately $2 million in Idaho alone 

This is the figure of the Department of Ag lture, n 
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interest Something Was She vesterdayv |! the Seer tary \ 
culture to the effeet that probably not a sufficient amount « funds 
Wis allo« ated to the State ol Idaho when you, as the Senato 
Idaho, pointed out to him that thet vere no funds available 

Senator We._ker. That is right 

Senator ScHOEPPEL. Could he elaborate on this phase of it, name 
if the Secretarv has availabl funds, could he allocate a reater sh 
of the funds to vour State or to other States that are in similar circum 
stances; would that take the place of this measure, or not? 

Senator WeLKER. That would be absolutely wonderful Mhe 
tincuished Senator from Kansas is correct The allocation was made 


to Idaho but we simply ran out of funds 

We did not have the necessarv mone, We did not have enough 
I think, as I said to the chairman in my state! 
large measure of that is due to our voung veterans who returned from 
World War II and from Korea and who have taken up new land and 
have drilled their wells and are ready to farm, perfectly good credit 
risks, but they just have no place to go to get money for seed and 
necessary machinery. 


ment &a Moment ago, a 








4 EMERGENCY LOANS FOR FARMERS 


Senator ScHOEPPEL. They are not asking for outright grants? It 
will be a matter of a loan, a business arrangement, and amortized 
over the same period of time that other loans are made by the Depart- 
ment to other agencies of the Government? 

Senator Weiker. The Senator is absolutely correct. I might say 
to the distinguished Senator and to the chairman that the Secretary 
of Agriculture has been more than cooperative and his entire staff 
also. They have tried to get us extra money. In fact, they have 
called in, I believe, funds from Arkansas, where they did not need it, 
and Puerto Rico, and have helped us out to some extent, a minor 
extent, in the State of Idaho. I have not read the statement of the 
gentlemen who will appear here from the Department, but I am 
certain that they will verify this 

They know the need not only In my State but in other States 
that are suffering as we are 

The CHatrMAN. It will be seen from the letter of the Under Secre- 
tary of Agriculture to the President of the Senate on April 2 that 
({roostook County in Maine, and parts of Idaho and Colorado seem 
to be the areas where there are not sufficient funds available to meet 
the need 

Senator Weiker. The chairman is correct 1 am not asking for a 
thing for Idaho that should not go to that portion Oo Colorado and the 
State of Maine 

The CHAIRMAN. Congressman MelIntire from Maine is here this 
mornime We are olad to have him here He will undoubtedly 
tell us about that 

PeHnacol Wi LKER. He IS a very distinguished ana abl man and | 
am glad to join with him at this time 

I thank the chairman for permitting me to make mv statement 

The CHatrRMAN. We understand that vou have a verv 
committee meeting waiting for your presence, 


pressing 

Congressman MelIntire, we know that you are interested in this 
bill We would like to have you tell the committee what the need 
is as far as your State or any other State that you know of may be 


conc? rned, 


STATEMENT OF HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE 
IN CONGRESS FROM THE THIRD CONGRESSIONAL DISTRICT 
OF THE STATE OF MAINE 


Mr. Nii INTH EK. Mr. Chairman and members of the committee, 
I certainly appreciate the opportunity to be here this morning and 
to present some testimony relative to some need in my home county 
of Aroostook County, Maine. 

Let me first say that in the face of a very serious price problem 
we started reviewing our credit situation back in November 1953. 
We asked all of the commercial banks to be represented and the Farm 
Credit Administration, particularly the production credit associations, 
the Farmers’ Home Administration, to join in a conference to discuss 
the possibility of more credit to be available for the spring of 1954. 
As I stated, this conference was held in November 1953. By virtue 
of that conference we have, I think, attacked our problem through 
three approaches. One of them was to try, insofar as possible, to 
vet the commercial banks into a position where perhaps the money 
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which they had available could be used more extensively. We 
asked them if they would explore the possibilities of setting up agri- 
cultural credit associations as a part of their bank structure so that the 
available capital that they had could be used to a greater extent 
through agriculture credit associations, discounting through the im- 
mediate Federal banks 

This they have done and they have expanded theu available ( apital 
to meet a portion of the need We also asked the production credit 
associations if they would review thei capital structure and, 1f they 
felt it were constructive, to increase the available capital in the produe- 


tion credit associations so that they would have greater lending 
capacity than they had at that parti ular time ‘This they have done 
also 


We asked at that time that the State administrator of the Farm- 
ers’ Home Administration explore the possibilities of there being an 
increased allocation to the State for then reculat production and 
subsistence loans, and a request was filed by the administrator at the 
State level, the State director, to the office of the Administrator of 
Farmers’ Home Administration here in Washington 

senator SCHOEPPEL. bout what time was that? 

Mr. McIntire. November 1953. Those were the three ap- 
proaches, Senator, that we took to try to anti Ipate and meet, insofar 
as possible, the needs which we felt were coming up in the spring of 
1954. We have had, and I am very happy to put this in the record, 
excellent cooperation on the part of the Farmers’ Home Administra- 
tion officials here in \\ ashineton Thi \ have extended every considel 
ation to our problem and gone just as far as they could to make 
additional funds available through the regular 
sistence loan program 


production and sub 

The first allocation of extra funds which was made to Maine was 
made in January—the first week in January, in fact. By virtue of 
their very prompt attention to this matter we have been able to 
process the loans, the additional loans, with virt lally the sam¢ 
administrative personnel at the State level 

| Was in Maine a couple ol weeks ago and evervol Was Speaking 
very complimentary of the prompt manner and the efficient manner 
in which the Farmers’ Home Administration personnel had been 
handling the appli ations In my home county we estimate that on 


] 


the current crop, on the 1953 crop, our producers have lost approxi- 
mately $25 million That of course is a terrific loss of available 
capital and there are a number of farmers who are faced with a very 
serious problem of finance 

The Farmers’ Home Administration thro igh the produ tion and 
subsistence loans have expanded the number of people that they are 
serving, but I am happy to report that they have kept that total loan 
very well under control and they are serving and have served with 
the additional money made available to them the very average type 
of farmer. The average loan has been about $3,900 per farm, which 
is very consistent with their average loan of a year ago So that 
they have spread this available money to the maximum number of 
farm people. 

The last time I had a figure from Maine 1 believe they had about 
five to six hundred applications for loans which they were unable 


to serve because they have been out of funds in their regular produc- 
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tion and subsistence loan fund since about the middle of March. 
This number of applications has been taken and they are unable to 
serve them. 

In addition to that we have, by virtue of this very severe loss, a 
number of larger farmers who, as of now, as far as I know, have not 
had their financing worked out for the crop of 1954. As I have 
followed the development of this legislation | have been very much 
interested that more funds be made available to meet some of the 
need in my own State, but | have been equally coneerned that the 
funds he made available within the framework and loaning poles oO} 
the concept that we have of the proper function of the Farm and 
Home Administration, and not get out into loans of larger farmers 


because tl presents a much more s ‘rious problen of admu tratl 


on the part of Farm and Home Administration. 


It is very late as far as additional funds into my section are co 
cerned and I am not at all certain that it is possible to process legisl 
tion in time to meet our spring needs. However, I will say in clos 
that | am in support of this legislation. I think there is need of 


additional funds. We are meeting some of our problem through th 
avenues that I have mentioned, with the assistance of the Farm and 
Home Administration. Other sources of finance, private sources, and 
some contracting is going on. Generally, the major part of the 
finance problem has been met except that there are a number of indi- 
vidual farmers, probably 500 or so whose needs have not been met as 
vet and who normally could be served by Farm and Home Adminis- 
tration 

The CHarrman. Are those largely small or medium-sized farmers? 

Mr. McIntire. This group is typical of the group they have 
already been able to serve. 

The CHarrmMan. Typical of borrowers from the Farmers’ Home 
Administration? 

Mr. McIntire. That is right. 

The CHatrmMan. You do not feel that if the loans were mad 
available that they would be used for excessive planting, do you: 

Mr. McIntire. They have done a most excellent job so far, Mr 
Chairman, in requiring that the acreage in 1954 be cut some. | 
believe the last figure that I obtained from the State, they were 
making an average of about 15 percent cut in acreage on the loans 
which they had planted. 

The CHarrMaNn. Has similar legislation been introduced in the 
House? 

Mr. McIntire. It has been introduced but it has not been up for 
hearing. 

The CHAIRMAN. Senator Schoeppel? 

Senator Scnorpret. I note, Congressman, that you indicated four 
or five hundred applicants for loans outstanding, now unmet. Is it 
because of a lack of funds? 

Mr. McIntire. Yes, sir. 

Senator Scnorppe.. In your judgment would that take care of 
practically the bulk of those remaining who need assistance? 

Mr. McIntire. I think it would take care of the major part of 
them; that is right. 


) 
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Senator ScHOEPPEL. What would be the average loan—I know vou 
cannot vive a firm ficure on it if funds were made available to thos¢ 
people? To that number of four or five hundred? 

Mr. McIntire. The loans which they have confirmed and hav 
funds to meet, have averaged $3,900 per farme1 That is a ver 
sound average figure. I think that in this group of 500 that that 
could be considered an average ficure for those also 

Senator ScnHoerrEL. Most of these people have no other 
available to them? 

Mr. MecIntiri That is right 

The CHAIRM AN, They wo ild not he el Ot li for these loans 1 they 
did have? 


Mr. McIntire. That is right 


Senator ScHOEPPEL. That has been investigated pretty thoroughly 
and adhered to, that principle? 

Mr. McIntire. Yes. Let me say, Senator, that the relations] 
between the commercial banks and the production credit associations 
other firms which may be in a position to extend some credit for pro- 
duction purposes, and the Farm and Home Administration in my 
State, is most excellent They have a very friendly working relation 
ship and it has been that way for vears t continues to be so 


These loans are factual cases where they cannot be served 

The CHatrMan. I think it is generally true there has been excellent 
cooperation between local banks and the Farmers’ Home Administra 
tion. If there had not been, we would have heard of it, I am sure o 
that 

Mr. McIntire. I can certainly testify that in Maine that has b 
the case 

The Cuatrman. Thank you, Congressman MelIntire 

We have this morning, in addition, three representatives of the 
United States Dx partment of Agriculture Kenneth L. Scott, Director 
Agricultural Credit Service; Robert B. MeLeaish, Administrator 
Farmers Home Administration; and Henry C. Smith, Deputy Admin 
istrator, Farmers’ Home Administration 

I assume you are together. Do each of you wish to make a stati 
ment? 

Mr. Scort I will make a statement, Mr. ¢ 

The CHarrMan. And then you will all be available for furnishn 
additional information 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICE, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE, AND ROBERT B. McLEAISH, ADMINISTRATOR, FARMERS 
HOME ADMINISTRATION, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Scortr. Mr. Chairman and members of the committee, I have 
a short statement that I should like to read for the record, if | may. 

The CHarrMan. You may go ahead. 

Mr. Scorr. The purpose of this bill is to authorize the Secretary of 
Agriculture to make emergency loans to farmers and stockmen, aggre- 


] 


gating not to exceed $15,000,000, out of the disaster loan revolving 
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fund, in any area where the Secretary finds need for agricultural 
credit which could not otherwise be met. 

The act of April 6, 1949 (63 Stat. 43), dissolved the Regional Agri- 
cultural Credit Corporation of Washington, D. C., and traasferred 
its assets to the Secretary of Agriculture for liquidation and use as a 
revolving fund, for the making of agricultural production disaster 
loans and for other special type loans. On July 14, 1953, the act was 
amended to authorize loans to farmers and stockmen in any area 
found by the President to have suffered a major disaster under the 
provisions of Public Law 875, Sist Congress (42 U.S. C. 1855), and 
found DY the Secretary of Agriculture to have suffered an economic 
disaster causing a need for agricultural credit which could not be met 
for a temporary period from commercial banks, cooperative lending 
agencies, the Farmers’ Home Administration under its regular pro- 
oTAamMS, O1 other responsible sources 

Under the language of the proposed bill, the Secretary would be 
authorized to make loans from the revolvine fund for the period 
ending December 31, 1954, to farmers and stockmen for anv agricul 

iral purpose, except for refinancing existing indebtedness, in any 
area where the Secretary determines there is a need for agricultural 
credit that cannot be met for a temporary period from commercial 
banks, cooperative lending agencies, the Farmers Home Administra- 
tion under its regular programs, under other provisions of the act of 
\pril 6, 1949, as amended, or other responsible sources. Such loans 
would be made at interest rates and on such terms as may be deter- 


mined by the Secretary for de signated areas If enacted, the amended 
authority w il] enable the Secretary to consider the need for emergency 

icultural credit in any area where such disasters occur without the 
equirement that such areas must have been previ yuusly designated by 
the President under Public Law 875 as being a major disaster area 
yecause of some natural catastrophe such as drought or flood. Under 
the present law, economic disaster loans may be made only in areas 


where serious production losses have resulted from some major disaster. 


In areas that are designated bv the President under Public Law 875, 


emergency credit needs of farmers generally can be met through 
production disaster loans now authorized under section 2 (a) of Public 
Law 38, as amended Thus, economic disaster loans authorized by 


section 2 (b) are presently limited to farmers in areas in which produc- 
on disaster loans usually can be authorized 
Chere are a few areas in the country where farmers generally have 


experlen ed a serious economic disaster because of a sharp decline in 


he price of a major cash crop during 1953 This has resulted in a 
substantial need for emergency credit not available from established 
sources nor from this Department under present authority. These 
“reas c yuld not be declared disaster nreas under Publie Law 875 


since there has been no majot prod iction loss Therefore, emi reency 
financial assistance cannot be made available by the D« partment to 
farmers 1n these areas, either through production disaster loans or 
economic disaster loans. 

It is contemplated that the funds currently in the disaster loan 
revolving fund would be used to make loans under the proposed 
authorization It is not contemplated that any additional funds will 
be needed to make such loans. The necessity of any further appro- 
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priations to the revolving fund is contingent upon the other calls on the 
disaster loan fund during the coming crop yea 

The Department recommends the enactment of this proposed 
legislation. 

The CHarrMANn. Do you contemplate that most of the loans will be 
paid back within a year’s time? 

Mr. McLeaisn. Yes, sir 

The CHarrMAN. They are for current production? 

Mr. McLrealIsH. Yes, sir We generally use all of our disaste! 
funds, we try to be realistic and set the maturity date in line with the 
things which the money is to be used for, and when it comes to the 
cash crop we at least get the maturity when the crop is harvested 

The CHAIRMAN. You are just asking authority to make these loans 
long enough to cover the planting, growing, and harvesting season? 

Mr. McLeatsu. Yes, sir 

The Chairman. Do you have any questions, Senator Schoeppel? 

Senator ScHOEPPEL. Mr. Scott, as I read your statement and as I 
have listened to Vou, this type of aid an 
certain category that you now do not have the legislative authority 
to move into or through in this loan field? 

Mr. Scorr. That is correct, Senator. 

Senator ScHoEPPEL. Therefore, under this legislation the funds 
are available, already appropriated, but you need the authority to 
use some of the surplus funds that you have available now, therefor¢ 
not necessitating an entirely new appropriation of $15 million? 

Mr. Scorr, That is entirely correct, sir 

Senator ScHoEPPEL. This would be, then, onlv an authorization 


i assistance falls within a 


for you to go into those funds which you already have, to the extent 
of $15 million under the provisions of this bill as you find the need 
warrants justification for it? 

Mr. Scorr. That is right. 

Senator SCHOEPPEL When these loans are mad do they tal 
mortgages on the crops or do they have agreements with the parties 
who obtain these funds that they will meet certain parts ol these 
payments out of their current crops? 

Mr. Scorr. These are all secured loans 

Mr. McLeatsu. All secured loans, Senator 

Senator ScHOEPPEL. What is the time, generally, that you ma 
these loans for? 

Mr. McLeatsn. For a regular cash crop we make the loan up to 


the time of harvesting. It may be a year, it may be 6 months or 8 
months. If we have to make a loan for repair of building or machinery 
or things like that we might extend that loa 

Senator SCHOEPPEL. Suppose they have a failure in the crop? You 


of course have the authority to extend those loans 

Mr. McLeaisu. Yes, su We just let them stay delinquent Wi 
will not foreclose 

senator SCHOEPPE!I That is all, Mr. Chairman 

The CHarrRMAN. I do not know of anything more we need to know 
All we need now 18 a quorum 

We thank you, gentlemen, for being with u 

(Whereupon, at 10:38 a. m., the committee Was adjour! 





